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1957 Survey of Consumer Finances
The Financial Position of Consumers
CONSUMER INCOMES have risen to new
highs in recent years both in dollar amounts
and in purchasing power. The additions
to income in 1956 and earlier years were
distributed widely among various groups in
the economy. Holdings of liquid assets
and marketable securities have also risen.
Liquid assets, which increased more rap-
idly than income during the war, have
increased less rapidly than income in the
postwar period. Debts of consumers have
reached new highs, largely in connection
with purchases of houses, automobiles, and
household durable goods.
1
Financial assets and debts are distributed
widely among the various groups in the
population, but important differences in
frequency, type, and amount are associated
with variations in income and age. Hold-
ings of financial assets increase with income
and with age to about retirement age. The
proportion of financial assets held in the
form of marketable securities is greatest in
the income and age groups having the larg-
est total assets. Personal debt is most fre-
quent in the groups having moderate hold-
ings of financial assets. The proportion of
1This is the third of a series of articles presenting
the findings of the 1957 Survey of Consumer Finances
conducted by the Board of Governors of the Federal
Reserve System in cooperation with the Survey Re-
search Center of the University of Michigan. Earlier
articles appeared in the March and June BULLETINS.
The present article was prepared by Mona E. Dingle
of the Consumer Credit and Finances Section of the
Board's Division of Research and Statistics. Work
at the Survey Research Center was under the supervi-
sion of James N. Morgan.
debtors reaches a peak among middle in-
come consumers and those under 45 years
of age.
INCOME
Consumer incomes have been increasing
with only minor interruptions throughout the
postwar period, as is shown by the chart.
AVERAGE INCOME OF CONSUMERS
Thousands of dollars
1946 1948 1950 1952 1954 1956
NOTE.—Median money income before taxes of consumer
spending units. Income in 1956 dollars was obtained by
adjusting reported incomes for changes in the Bureau of Labor
Statistics consumer price index.
According to the Survey of Consumer Fi-
nances, the median (middlemost) income
of all spending units has doubled since 1945
in terms of current dollars and, after allow-
ance for increases in consumer prices, its
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purchasing power has risen about 40 per
cent.
2 Most of this advance in real income
has occurred since 1951, although about
one-half of the increase in dollar income
took place before 1951. The increase in
both dollar and real income continued in
1956.
Distribution of income. According to Sur-
vey data, the median income for all spend-
ing units rose from $3,960 in 1955 to
$4,250 in 1956, or about 7 per cent. Mean
reported income—that is, total consumer
income divided by the number of spending
units—rose from $4,650 to $5,140.
3 In-
creases in consumer incomes were distrib-
uted widely among occupational and age
groups and among geographic regions.
About 41 per cent of all spending units
reported 1956 incomes of $5,000 or more,
26 per cent reported $3,000 to $5,000, and
33 per cent reported less than $3,000 (Table
1). The proportion of spending units re-
ceiving $5,000 or more has almost doubled
since 1951, and the proportion receiving
less than $3,000 has declined more than
one-fourth.
Many of the lower incomes reported to
the Survey were received by spending units
headed by young men and women just start-
ing work or by older persons who are re-
tired. The two age groups 18 to 24 years
TABLE 1
TOTAL INCOME AND EMPLOYMENT INCOME, 1956
[Percentage distribution of spending units]
2 A spending unit, by Survey definition, consists of
all related persons living together who pool their in-
comes. Husband and wife and children under 18 living
at home are always considered to be members of the
same spending unit. Other related persons in the
household are separate spending units if they earn
more than $15 a week and do not pool their incomes.
3 The relative increase in total and mean income
as shown by the Survey of Consumer Finances was
greater than that shown by Department of Commerce
personal income data. The difference may be due
in part to differential movements of incomes of groups
included in the personal income series but not in Sur-
























































1 Includes income from professional practice as well as from wages
and salaries; excludes income from ownership of business or farm.
2 No cases reported or less than one-half of 1 per cent.
3 Includes spending units in which the head of the unit is unmarried
(29 per cent) and married spending units in which the wife is not
employed (49 per cent).
4 Assigned, if not determined in interview.
and 65 and over, which included one-fourth
of all spending units, accounted for one-half
of all incomes of less than $3,000.
4 Among
spending units headed by persons 25 to 54
years of age, more than one-half earned
$5,000 or more in 1956 and only one-fifth
earned less than $3,000. Average income
increased sharply with age through the 35
to 44 group and changed little for the 45
to 54 group. Income declined for the 55
covered in one series but not the other. The major
difference, however, is probably due to sampling
errors in Survey of Consumer Finances data, which
are especially large for means and aggregates. For
a discussion of sampling errors in the Survey, see the
Federal Reserve BULLETIN, July 1956, pp. 696-701.
4 The Survey of Consumer Finances excludes resi-
dents of institutions, military personnel living on bases,
and residents of hotels and large rooming houses.
Since a large proportion of military personnel living
on bases and college students living in dormitories or
large rooming houses are young, the income shown in
Supplementary Table 2 may not be representative of
that of all members of the youngest age group.
Federal Reserve Bulletin: August 1957880 FEDERAL RESERVE BULLETIN • AUGUST 1957
to 64 group and dropped sharply for the
group 65 and over.
5
Sources of income. Incomes covered by
the Survey are total money incomes before
taxes received by spending units from all
sources—wages, salaries, and self-employ-
ment income; business and farm earnings;
interest, dividends, and rent; and transfer
payments such as pensions, annuities, and
veterans' benefits. Nonmonetary income is
excluded.
The major income of most spending units
is that received by the head of the unit in
the form of wages, a salary, or self-employ-
ment income.
6 About four-fifths of all
spending units had some income of this
type in 1956, and one-third of these re-
ceived $5,000 or more (Table 1). In
general, the largest wage and salary incomes
were earned by professional and managerial
employees, the smallest by unskilled and
service workers.
In one-third of all spending units with a
married head, the income of the head was
supplemented by some wage, salary, or self-
employment income earned by his wife.
The high frequency of very low incomes
shown for wives reflects the prevalence of
part-time and part-year employment. Only
one-third of all employed wives worked full
5 The decline in income prior to age 65 probably
reflects early retirement for some persons and a rela-
tively high frequency of persons with little education
among the older age groups. Each year more spend-
ing units in the 55 to 64 group report income in-
creases than declines, but apparently the increases for
this group have not kept pace with the general rise
in income.
G Income is classified as self-employment income for
Survey purposes only if it can be attributed entirely
or almost entirely to the personal efforts of the worker.
If any significant part of the income is attributable
to the investment of capital, the income is all classified
as business income. Professional persons in practice
for themselves are the major groups receiving self-
employment income; owners of unincorporated manu-
facturing and trade establishments receive business
income. In practice the income of many farmers and
time throughout the year; of these, one-half
earned $3,000 or more.
Spending units without income from
wages, salaries, or self-employment gener-
ally received income from the ownership of
a business, a farm, real estate, or securities,
or from transfer payments; and many spend-
ing units with wage, salary, or self-employ-
ment income had supplementary income
from such sources. In general, business in-
come, interest, dividends, and rent were re-
ceived most frequently in the higher income
groups, while farm income and transfer pay-
ments were received most frequently in the
lower income groups.
7
Median total income of spending units
headed by persons currently in the labor
force, including those working for them-
selves, ranged from $2,320 for farm opera-
tors to $7,500 for self-employed business-
men in 1956.
s The median income of
spending units headed by retired persons
was $1,350. With the exception of the re-
tired group, only farm operators and un-
skilled and service workers had median total
incomes below $4,000. Median incomes
of the skilled, semiskilled, and clerical and
sales groups were all between $4,000 and
$6,000, and those of the professional and
managerial groups as well as self-employed
businessmen exceeded $6,000.
businessmen results primarily from their own labor and
in this respect is similar to self-employment income.
Income from closely held corporations may be re-
ported as salaries or as dividends but not as business
income.
7 Estimates of interest and dividend incomes based
on Survey of Consumer Finances data are substan-
tially smaller than independent estimates. It is known
that many persons, including some in the lower in-
come brackets, fail to report interest and dividend in-
come although they report the ownership of savings
deposits or other financial assets yielding interest or
dividend returns.
8 Since many farmers produce part of their own food
and fuel, the income of farmers may be understated
by the money income concept used in the Survey.
Some service workers also receive food and lodging
as well as money income.
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OWNERSHIP OF FINANCIAL ASSETS
About three-fourths of all spending units
reported owning financial assets—either
liquid assets or marketable securities—early
in 1957. Among the most important factors
affecting the frequency and amount of hold-
ings are the income and age of the members.
While spending units in the lower income
brackets tend to spend most or all of their
incomes, those in the upper brackets are
able on balance to save larger amounts.
Both the incentive and the ability to save
tend to increase with age until retirement.
More important, the number of years during
which the spending unit may have accumu-
lated assets increases with age. The types
of assets held reflect the purposes for which
the assets are held, the amount of funds
available, and expectations of future devel-
opments affecting the various types of assets
and general economic conditions.
Assets included in the Survey. The 1957
Survey of Consumer Finances collected data
on the ownership of both liquid assets and
marketable securities. Liquid assets covered
include checking accounts, savings accounts,
savings and loan and credit union shares,
and United States Government savings
bonds. Checking accounts serve as means
of payment. Savings accounts, savings and
loan and credit union shares, and savings
bonds are readily convertible into currency
or checking accounts without loss; these
assets, unlike checking accounts, yield inter-
est returns to their owners.
9 Currency is
0 Banks, savings and loan associations, and credit
unions can legally demand notice for withdrawal of
savings accounts and share capital, but in practice such
notice is seldom required. Although the yield is re-
duced slightly on savings bonds redeemed prior to
maturity, investors are assured of receiving the amount
invested, together with some interest return if the
bonds are held as long as six months.
not covered by the Survey because of the
difficulty of obtaining accurate reports.
Marketable securities included in the
1957 Survey are marketable bonds issued
by the United States Government, State and
local governments, and corporations, and
common and preferred stocks of corpora-
tions.
1
0 Such securities, unlike liquid assets,
can be liquidated only by sales at prices pre-
vailing in the market, which may fluctuate
substantially. Prices of bonds are affected
by changes in market rates of interest as
well as changes in the credit position of
issuers. Prices of stocks reflect expectations
concerning the earning power of issuing
companies as well as general economic and
financial developments.
Composition of holdings. Early in 1957,
about 76 per cent of all spending units re-
ported owning either liquid assets or market-
able securities. More than one-half of the
owners reported holdings of less than
$1,000, while almost one-sixth reported
$5,000 or more. The median amount re-
ported by holders was about $750. The
mean holding of all spending units with such
assets was about $4,600, and the mean




A substantially larger proportion of all
1
0 In the 1946-56 Surveys, marketable U. S. Gov-
ernment bonds were included with liquid assets. This
method of treatment was originally adopted because
of the stability of prices of such securities under the
support program in effect during the war and early
postwar years. Since such securities were held by only
1 per cent of all spending units in early 1957, the
effect of the change in classification on Survey data is
minor.
1
1 Aggregate and mean holdings of most types of
financial assets derived from the Survey of Consumer
Finances are substantially smaller than those derived
from independent sources. The discrepancy is un-
doubtedly due in part to incomplete coverage of the
very large holders. It is believed that data are more
satisfactory for medians and proportions than for
means.
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spending units held liquid assets than held
marketable securities. Practically all own-
ers of the financial assets covered had some
liquid assets, but only 11 per cent of all
spending units owned marketable securities.
Nearly all owners of marketable securities
owned stocks; marketable bonds were re-
ported by only 2 per cent of all spending
units.
Among liquid assets, checking accounts
were reported most frequently. About 55
per cent of all spending units held checking
accounts, compared with 50 per cent hold-
ing savings accounts or savings and loan or
credit union shares and 32 per cent holding
savings bonds.
1
2 Checking accounts were
reported as the only liquid asset held by 17
per cent of all spending units and savings
accounts or shares by 12 per cent (Table 2).
Spending units that held savings bonds usu-
ally also held some checking accounts or
savings accounts.
During the past decade there has been a
substantial increase in the proportion of
spending units holding checking accounts
and a substantial decline in the proportion
holding savings bonds. The proportion
holding savings accounts has also risen.
Early in 1946 almost two-thirds of all spend-
ing units held savings bonds, and about one-
sixth held savings bonds alone. Changes in
the composition of liquid asset holdings
since that time have reflected the redemption




[Percentage distribution of spending units]
1
2 Savings accounts in commercial and mutual sav-
ings banks, postal savings, savings and loan shares, and
credit union shares are usually combined for Survey
purposes. These assets serve many of the same pur-
poses from the standpoint of their owners, although
the characteristics of the owners and the activity of
the assets vary somewhat. For a discussion of the
characteristics of owners of the various assets, see
"The Financial Position of Consumers," Federal Re-
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ings bonds


















































1 For definition of terms, see Supplementary Table 9.
NOTE.—Details may not add to totals because of rounding.
the declining importance of bond drives and
the payroll savings plan after the war, in-
creasing rates of interest and dividends avail-
able on savings accounts and savings and
loan and credit union shares, and increasing
recognition of the convenience of making
payments with checks.
Both the number of assets held and the
average amount of each type increase with
the total amount of financial assets. Small
holdings typically consist of only one type
of asset, usually one of the more liquid
forms. While substantial amounts of the
more liquid assets appear in the larger hold-
ings, the less liquid, higher yielding forms
are increasingly important as total financial
assets expand.
Two-thirds of all spending units with fi-
nancial assets of less than $200 held check-
ing accounts early in 1957 (Table 3). The
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bulk of these had no other financial assets.
While almost all holdings of $25,000 or
more included some checking accounts,
other financial assets accounted for at least
80 per cent of the total in 9 out of 10 cases.
On the average such holdings included at
least two types of assets other than checking
accounts. Corporate stocks, which were in-
frequent in holdings of less than $5,000,
were in almost 80 per cent of all holdings
of $25,000 or more, and they accounted
for 60 per cent or more of the total in about
one-half of the cases. Marketable bonds of
all types were also found most frequently in
large portfolios.
Spending units with total financial assets
from $1,000 to $25,000 owned savings ac-
counts and savings and loan and credit union
shares more frequently than any of the other
assets covered. Such assets provide a com-
bination of liquidity and interest return for
medium-sized holdings.
Distribution among income groups. Almost
all spending units with incomes of $10,000
or more owned some financial assets, com-
TABLE 3
OWNERSHIP OF FINANCIAL ASSETS
EARLY 1957
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1 For definition of terms, see Supplementary Table 10.
pared with only one-half of those with in-
comes of less than $2,000. While the pro-
portion of spending units with such assets
increased with income, the average amount
held by owners was relatively stable for in-
comes up to $5,000, and increased only
slightly in the $5,000 to $7,500 bracket.
Average holdings increased sharply, how-
ever, for incomes of $7,500 or more. The
median amount of financial assets reported
early in 1957 was about $500 for holders
with incomes of less than $5,000 and almost
$6,000 for those with incomes of $10,000 or
more. The corresponding mean amounts
were $2,200 and $23,000. The sizable
number of moderately large holdings of fi-
nancial assets among spending units with
incomes of less than $3,000 may be attri-
buted to the frequency in the lower income
brackets of retired persons who accumulated
such assets when their incomes were higher.
Many of the younger spending units in the
lower income groups held none of the assets
covered.
Savings accounts and checking accounts
were held with about equal frequency by
spending units with incomes below $5,000,
but checking accounts were held more fre-
quently by spending units with incomes of
$5,000 or more. Among spending units
with incomes of $10,000 or more, almost
one-half owned some corporate stocks and
about one-sixth had 60 per cent or more
of their total financial assets in this form.
Distribution among age groups. The aver-
age amount of financial assets held increased
with age to about 65 years and then de-
clined, as shown by the chart on the next
page. About 80 per cent of all spending
units headed by persons 25 to 64 years of
age and 70 per cent of those in the oldest
and youngest age brackets owned some of
the assets covered. Both the average num-
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18-24 25-34 35-44 45-54 55-64 65 AND
OVER
NOTE.—Mean liquid assets and marketable securities of all
spending units within specified age groups. For assets included,
see Supplementary Table 10. Age refers to head of spending
unit.
ber of assets owned and the average amount
of each type increased with age through the
55 to 64 year bracket; the increase was
particularly sharp beginning with age 45.
While the proportion of spending units with
financial assets declined for the 65 and over
group, average holdings of those with assets
changed little. Early in 1957 median hold-
ings of spending units with assets varied
from less than $300 in the group headed by
persons under 25 to about $2,000 in the
group headed by persons 55 and over, while
mean holdings of holders varied between
$600 and almost $9,000.
Young persons usually start out with small
asset holdings and small incomes from which
to accumulate assets. As they grow older,
their incomes increase and the period of
accumulation lengthens. As they marry and
establish families, they have greater incen-
tive to have financial assets available for
making regular payments and for meeting
large expected or unexpected expenditures.
Accumulation of such assets is usually lim-
ited in this period, however, by heavy ex-
penses, including in many cases the cost of
buying a home and durable goods that may
be expected to serve for some time.
The rate of accumulation of financial
assets rises after the major expenses of es-
tablishing a home and rearing children have
been met. Many parents can look forward
to a number of years of increasing income
after their homes and major durable goods
have been paid for and their children have
become self-supporting. Moreover, the in-
centive to accumulate funds in anticipation
of retirement becomes greater as retirement
age approaches. After retirement, some
spending units are forced to draw on accu-
mulated assets, although others may live
entirely on retirement incomes and returns
from investments.
Savings accounts and savings and loan
and credit union shares were the assets most
frequently owned by spending units headed
by persons under 25 years of age. For per-
sons just starting out, savings accounts pro-
vide a convenient means of accumulating
funds for specific expenditures or to build
up a reserve. Checking accounts were
owned more frequently than any other type
of asset by spending units headed by persons
25 to 64 years of age. For this economically
active group, the convenience of having
checking accounts may outweigh service
charges on small accounts and the loss of
interest involved in holding larger accounts.
The average checking account balance
increased with the age of the holder, but
proportionately less than other assets. The
average size of savings accounts and savings
and loan and credit union shares increased
sharply with age. About 16 per cent of all
spending units headed by persons 55 to 64
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years of age owned stocks early in 1957,
compared with 7 per cent of those headed
by persons under 35. The percentage of
financial assets held in the form of stocks
and other marketable securities was also sub-
stantially larger for spending units in the
upper age brackets, as shown by the chart
on page 884. Holdings of every type of
asset declined in frequency beginning with
age 65, but the decline was less for savings
accounts than for other types.
Data on holdings of financial assets within
age groups merely show differences existing
among such groups at the present time; they
cannot be used to predict developments for
any given group over the course of a life-
time. The current position of each group
reflects economic and financial develop-
ments during its lifetime, and future con-
ditions for the group now in the younger
age brackets may differ substantially from
those prevailing during the earlier life of the
group now retired. Many spending units
now in the older age groups accumulated
their funds in part when incomes generally
were lower both in dollar terms and in terms
of the goods and services they would buy.
Some persons in these age brackets may
have lost their savings as the result of un-
favorable economic or financial develop-
ments in the past. Moreover, incentives to
save may differ for persons of a given age
at different times, as a result of differing
retirement provisions and other factors.
Early in 1957, the median amount of
liquid assets reported by spending units
headed by persons 65 years of age and over
was higher than the median for the cor-
responding group 10 years earlier, while
the median reported by the group under 45
was lower. As dollar income increased
after the war, persons nearing retirement
age accumulated more assets than their
counterparts had accumulated in an earlier
period. Meanwhile, persons in younger
age groups accumulated fewer assets than
their counterparts had during the war, and
in some instances they drew down previ-
ously accumulated assets.
The form in which assets are held as well
as the amounts owned may reflect earlier
economic and financial developments. At-
titudes toward investment in the various as-
sets may reflect past developments affecting
the value of such assets, and in some cases
spending units may continue to hold assets
acquired earlier even though they would not
acquire such assets under present conditions.
Assets excluded from the Survey. Survey
data on financial assets exclude several types
of assets in which spending units may have
investments, including equities in life insur-
ance policies and retirement funds and direct
investments in businesses, farms, and real
estate. The primary motives involved in
acquiring such assets may differ from those
in acquiring the financial assets just dis-
cussed, and liquidation of such assets may
present more difficulties than selling stocks
and bonds in the market.
Protection for the family is usually the first
consideration in acquiring life insurance,
and participants in retirement funds often
have little choice concerning their participa-
tion. The terms for cashing in insurance
policies or withdrawing from retirement
funds may tend to discourage such with-
drawals. Persons investing in unincorpo-
rated businesses or closely held corporations,
farms, or real estate may look upon such in-
vestments primarily as means of providing
opportunities for self-employment. More-
over, the market for such properties may be
limited. Owners of equities in insurance
policies and retirement funds and of busi-
nesses, farms, and real estate are less likely
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to know the value of their assets than are
owners of bank accounts or of securities
quoted regularly in the market.
USE OF FINANCIAL ASSETS
In order to shed additional light on the uses
made of the various financial assets, the
1957 Survey of Consumer Finances included
several questions on activity in these assets
and attitudes toward holding them.
Activity in financial assets. From one-
fourth to one-third of all spending units that
owned savings accounts, savings bonds, and
stocks at any time during 1956 reported
an increase in the amount held during the
year. A similar proportion reported a de-
cline in holdings of savings accounts and
savings bonds, while very few reported a de-
cline in stock holdings. Increases in sav-
ings account balances were particularly fre-
quent among the groups with higher incomes
and larger asset holdings. Increases and
decreases in checking account balances were
each reported by about one-fifth of all cur-
rent holders. In many cases changes in the
amount of assets held reflected both addi-
tions and subtractions during the year.
Checking accounts. Most holders of
checking accounts draw on them frequently
in making current payments. Checking ac-
count balances may be kept at the minimum
consistent with convenience in making pay-
ments and any excess funds placed where
they will earn interest.
At the time of interview early in 1957,
about two-fifths of all holders of checking
accounts had current balances equal to less
than 5 per cent of annual income after taxes
and only one-fifth had balances equal to
20 per cent or more of income after taxes.
The lowest ratios were found among middle
income spending units and those headed by
persons under 45 years of age. Checking
accounts tended to be smaller in relation to
income for spending units that had savings
accounts as well as checking accounts.
Spending units with savings accounts can
place temporarily excess funds in such ac-
counts and transfer funds from them to make
large or irregular payments.
Only about one-half of all owners of
checking accounts held $200 or more at the
time of interview. About one-fourth of
these reported that they tried to keep mini-
mum balances from $200 to $500 and an-
other one-fourth that they tried to keep $500
or more. About three-fifths of those trying
to maintain minimum balances were inter-
ested primarily in having a reserve for mis-
cellaneous or emergency purposes, but
about one-fifth were interested primarily in
avoiding or minimizing service charges.
Savings accounts and shares. While sav-
ings accounts and savings and loan and
credit union shares are held in part for
longer range purposes, they may be drawn
down to finance occasional large expendi-
tures and in some instances to make reg-
ular payments. About 55 per cent of
all current owners of savings accounts (28
per cent of all spending units) made with-
drawals from their accounts at least once
during 1956 (Table 4). In addition, an-
other 5 per cent of all spending units had
savings accounts at the beginning of 1956
but exhausted them during the year. About
20 per cent of the current owners have never
drawn on such accounts.
One-third of the spending units drawing
on their savings accounts in 1956 made only
one withdrawal, but another one-third made
four or more. Withdrawals were less fre-
quent among large holders than among small
holders; they were also less frequent among
spending units holding savings accounts and
other liquid assets than among those hold-
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TABLE 4
USE OF SAVINGS ACCOUNTS AND SAVINGS BONDS








Not ascertained . .












































1 Includes savings and loan and credit union shares as well as
savings deposits in banks and postal savings.
2 Data not available.
3 No cases reported or less than one-half of 1 per cent.
ing savings accounts alone. About one-
third of those making withdrawals used
funds to purchase houses or durable goods.
About one-sixth mentioned medical ex-
penses, and another sixth such items as
education, vacation, and moving. One-
third referred to withdrawals for meeting
regular living expenses; as would be ex-
pected, mention of this use was most fre-
quent among spending units making nu-
merous withdrawals. Transfers to other
financial assets were mentioned by fewer
than one-tenth of those making withdrawals.
Savings bonds and stocks. Redemptions
of savings bonds were less frequent than
withdrawals from savings accounts in 1956.
Only 27 per cent of all current owners of
savings bonds (9 per cent of all spending
units) redeemed any bonds in 1956. An
additional 3 per cent of all spending units
owned savings bonds at the beginning of
1956 but exhausted their holdings during
the year. About 34 per cent of current
owners have never redeemed savings bonds.
Reasons given for redeeming savings
bonds in 1956 were similar to those for
drawing down savings accounts, except that
transfers to other financial assets were men-
tioned by a larger proportion of those re-
deeming savings bonds. About 14 per cent
of all spending units purchased savings
bonds in 1956.
As would be expected from the relatively
low frequency with which spending units
reported owning stocks, only a small pro-
portion—about 4 per cent—of all spending
units carried out any transactions in the
stock market last year. One-fourth of all
stock owners purchased stocks, but only a
small proportion of the owners sold stocks.
Both purchases and sales were most frequent
among large stockholders.
Investment preferences. Types of financial
assets held and changes during the year re-
flect present and past opinions concerning
the advantages of holding the various assets.
In addition to data on holdings and changes,
the 1957 Survey of Consumer Finances ob-
tained data on opinions of spending units
concerning the best place to put funds. The
question asked mentioned savings accounts,
savings bonds, real estate, and common
stock but permitted the respondent to spec-
ify other uses of funds if he chose to do so.
13
i
About 58 per cent of all spending units
with incomes of $3,000 or more expressed
a preference for one or both of the fixed
value assets—savings accounts and savings
1
3 The question asked was as follows: "Suppose a
man has some money over and above what he needs,
for his expenses. What do you think would be the
best thing for him to do with it nowadays—put it in
a savings account, buy Government bonds with it, in-
vest it in real estate, or buy common stock, or what?"
1
. . . Why do you make that choice?"
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bonds—and 24 per cent expressed a pref-
erence for one or both of the fluctuating
value assets—common stock and real estate.
About 10 per cent preferred a combination
of these two general types of assets, and the
remainder preferred assets other than those
specified or failed to state a preference.
Among the 58 per cent preferring fixed
value assets, 25 per cent preferred savings
accounts, 26 per cent savings bonds, and 7
per cent expressed no preference.
1
4 Among
the 24 per cent preferring fluctuating value
assets, 10 per cent preferred common stock,
12 per cent real estate, and 2 per cent ex-
pressed no preference.
The proportion of spending units ex-
pressing a preference for savings bonds has
declined substantially since 1954, when a
similar question was last asked, while the
proportion stating a preference for each of
the other assets has increased. The pro-
portion preferring real estate, however, is
still below the peak reached in 1951 and
1952. The reason most frequently men-
tioned this year in favor of savings bonds
was their safety, while the reason most fre-
quently mentioned in favor of savings ac-
counts was their liquidity. A high rate of
return was the most frequent reason for
preferring common stock and real estate.
As in other recent years, the proportion
preferring savings bonds and savings ac-
counts was largest among groups with rela-
tively low incomes and small amounts of
financial assets, while the proportion prefer-
ring common stock was largest among
spending units with large incomes and sub-
stantial assets. Investment preferences cor-
responded fairly well with the types of assets
1
4 Those expressing no preference included two dif-
ferent groups: respondents believing that either would
be equally satisfactory and respondents expressing a
definite opinion in favor of diversification between
the two.
held and with changes in holdings during
1956. Savings accounts and savings bonds
were each held by a somewhat larger pro-
portion, and corporate stocks by a substan-
tially larger proportion, of spending units
expressing a preference for such assets than
of other spending units with incomes of
$3,000 or more.
Role of life insurance. Although no data
were collected on equity in life insurance
policies, data were collected on the pay-
ment of premiums in 1956. Protection of
dependents is the major reason for carrying
life insurance. Nevertheless, many life in-
surance policies provide an outlet for savings
which may be competitive to some extent
with the outlets already discussed. Early in
1957, 79 per cent of all spending units re-
ported that they carried life insurance and
74 per cent that they had paid some pre-
miums during 1956.
1
5 About two-fifths of
the premium payments were less than $100
and most of the rest were between $100 and
$500. About one-sixth of all spending units
acquired one or more new policies in 1956.
Ownership of life insurance policies was
widespread among all income, age, and asset
groups. About two-thirds of the spending
units without any of the financial assets dis-
cussed above carried insurance, compared
with about five-sixths of the holders of such
assets. Premium payments increased with
income and with holdings of financial as-
sets; among age groups, they were at a peak
among spending units headed by persons 35
to 44 years of age.
Protection of dependents was by far the
most frequent reason for carrying life insur-
ance given by all groups of spending units
1
5 Policy owners not paying premiums in 1956 in-
cluded, in addition to any purchasers early in 1957,
those owning only paid-up policies and those covered
only by policies paid for by others, including em-
ployers and relatives outside the spending unit.
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with incomes of $3,000 or more, while pro-
vision for burial or medical expenses was
the most frequent reason given by spending
units with incomes of less than $3,000.
About one-eighth of all policy owners men-
tioned saving, the provision of retirement
income, or the creation of an estate as a rea-
son for carrying life insurance.
1
0 As would
be expected, such reasons were mentioned
most frequently by spending units with large
premium payments; these are also the spend-
ing units with relatively large holdings of
the financial assets discussed above.
PERSONAL DEBT
Many holders of the financial assets covered
by the Survey, as well as a number of spend-
ing units without such assets, owed short-
term or long-term debt. Most of the debts
were incurred in connection with purchases
of homes, automobiles, or household dura-
ble goods, but some were incurred in con-
nection with other types of purchases or to
take care of emergency needs. Thirty per
cent of all spending units owed mortgage
debt early in 1957 and 59 per cent owed
personal debt. The median amount of mort-
gage debt was about $5,600 and the median
amount of personal debt was about $500.
1
7
Personal debt for Survey purposes includes
all short- and intermediate-term consumer
debt except charge accounts.
Characteristics of debtors. Personal debt
was owed most frequently by groups of
spending units with small or moderate
amounts of financial assets but with suffi-
cient present and prospective income to
TABLE 5
PERSONAL DEBT—LIQUID ASSET RELATION
 1
[Percentage distribution of spending units]
1
6 Some respondents gave more than one reason for
carrying life insurance.
" For a discussion of the terms of debts incurred
in connection with purchases of houses and durable
goods and the distribution of such debts among vari-
ous classes of spending units, see the article "Hous-
ing and Durable Goods" in the Federal Reserve BUL-


































































1 For definition of personal debt, see Supplementary Table 15,
note 1; for definition of liquid assets, see Supplementary Table 9,
note 1.
establish credit standing. About two-thirds
of all spending units with incomes from
$3,000 to $10,000 owed some personal debt
early in 1957. Within each income group,
debt was most frequent on the part of spend-
ing units that either lacked liquid assets or
had assets of less than $500. About three-
fourths of all spending units headed by per-
sons 25 to 44 years of age owed personal
debt, compared with one-fourth of those
headed by persons 65 years of age and over,
and the average amount of debt owed was
largest in the 25 to 44 year age group.
About one-fourth of all spending units
with personal debt had no liquid assets other
than currency (Table 5). Of debtors with
liquid assets, almost one-fourth owed an
amount equal to 20 per cent or less of their
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liquid assets, but another one-fourth owed
an amount more than five times as great as
their liquid assets. About one-half of the
spending units with personal debt exceed-
ing five times their liquid assets held only
checking accounts. As would be expected,
the frequency of high debt-asset ratios was
greatest among spending units headed by
persons under 45 years of age.
Credit use. The lower frequency of per-
sonal debt among spending units in the older
age groups reflects in part reduced claims on
incomes and the desire to improve financial
positions in anticipation of retirement. In
part it may be due to the fact that many
older persons developed their buying habits
when instalment credit was less widely used
than at present. Economic developments
during the 1930's also may have influenced
the attitudes of older persons toward instal-
ment credit.
While about five-sixths of all spending
units headed by persons 25 to 34 years of
age reported the use of instalment credit in
recent years, more than one-third of those
55 to 64 years of age and more than one-
half of those 65 or more years of age re-
ported that they had never bought anything
on the instalment plan. The differences are
striking, even after allowance for the possi-
bility that some older persons may have for-
gotten instalment purchases made many
years in the past.
Among spending units that had used in-
stalment credit, about two-thirds of those
headed by persons 65 or more years of age
and one-half of those headed by persons 55
to 64 were free from debt at the date of
interview. In each of these groups about
one-third of those that had paid off their
debts had done so more than 10 years be-
fore, one-third from 3 to 10 years before,
and one-third not more than 3 years before.
Among units headed by persons 25 to 44
years of age, fewer than one-fourth of those
that had ever used credit were free from debt
at the time of interview. A large proportion
of credit users in the younger age brackets
apparently remain in debt most of the time,
while current users in the older age brackets
may use credit only from time to time.
TECHNICAL NOTE
Results of the 1957 Survey of Consumer
Finances are based on 3,041 interviews dur-
ing January and February in 2,726 dwelling
units. These dwelling units are located in
the 12 largest metropolitan areas and in 54
additional sampling areas chosen to rep-
resent a cross section of the population liv-
ing in private households in the continental
United States. Transients, residents of in-
stitutions, and persons living on military
reservations are not represented.
Within dwellings, interviews are con-
ducted with each spending unit. A spending
unit is defined as all persons living in the
same dwelling, and related by blood, mar-
riage, or adoption, who pool their incomes
to meet their major expenses. A husband
and wife living together are always included
in the same spending unit even though they
do not pool their separate incomes. All
children under 18 years of age are included
in the spending unit of their closest relative.
The spending unit containing the owner or
lessee of the dwelling is the primary spend-
ing unit. Children 18 or more years of
age and other relatives who earn more than
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$15 per week and who do not pool their in-
comes with that of the primary spending unit
are classified as related secondary spending
units. Spending units composed of persons
in the dwelling unit who are not related to
members of the primary unit are designated
as unrelated secondary spending units.
Since the spending unit includes those
persons, and only those persons, who make
joint financial decisions, it is the unit most
frequently used in tabulations of Survey
financial data. Some Survey data, however,
notably those on housing, are presented for
family units. A family unit is defined as all
persons living in the same dwelling who are
related by blood, marriage, or adoption.
Survey family units include individuals living
alone as well as groups of related persons.
To obtain data on a family basis, informa-
tion for related secondary spending units is
combined with that for the primary spend-
ing units to which they are related and with
which they live. The head of the primary
spending unit is considered to be the head
of the family. The number of family units
equals primary spending units plus un-
related secondary spending units.
Estimates of the total number of spend-
ing units in the population covered by the
Survey are derived by multiplying the num-
ber of occupied dwelling units, or house-
holds, estimated from Census data, by the
average number of spending units per dwell-
ing unit included in the Survey sample. The
number of family units is estimated in a
similar manner. Both the estimated num-
ber of dwelling units and the average num-
ber of spending units and family units per
dwelling unit are subject to sampling error.
The accompanying table shows the estimated
number of dwelling units, spending units,
SPENDING UNITS AND FAMILY UNITS IN
SURVEY POPULATION
[Estimated number, in millions]
Type of unit
a. Primary spending unit
(equals occupied dwelling
unit)
b. Related secondary spending
unit
c. Unrelated secondary spend-
ing unit
Family (a plus c)































1 Estimates of the number of spending units, which depend upon
the ratio of primary spending units to all spending units, are subject
to sampling error. The size of the sampling error is such that there
is one chance in 20 that the estimates shown in the table are above or
below the true figure by 1 million.
and family units in the Survey population.
Aggregate data are obtained for the popu-
lation covered by the Survey of Consumer
Finances by multiplying data on proportions
and means obtained in the Survey by the
estimated total number of spending units or
family units. Estimates of the number of
units with given characteristics are obtained
by multiplying the proportion shown by the
sample to have that characteristic by the
estimated total number of units. Estimates
of aggregate assets, debt, expenditures, and
other variables are obtained by multiplying
the mean amount derived from the sample
by the number of units. All data in the fore-
going article are based on the estimate of
56.1 million spending units and 51.2 million
family units in the Survey population early
in 1957. Data in earlier articles in this
series were based on preliminary estimates
differing slightly from the final estimates.
A more detailed description of Survey
methods was published in the Federal
Reserve BULLETIN for July 1950.
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SUPPLEMENTARY TABLE 1
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1 Income data for each year are based on interviews early in the
following year.
2 A spending unit includes all persons living in the same dwelling
and related by blood, marriage, or adoption, who pool their incomes
to meet major expenses. Single-person spending units are included.
3 A family unit includes all persons living in the same dwelling
who are related by blood, marriage, or adoption. Single-person
families are included.
4 Median income is that of the middle spending unit or family
unit in a ranking of all units by size of money income before taxes.
5 Mean income is obtained by dividing aggregate money income
before taxes by number of spending units or family units.
SUPPLEMENTARY TABLE 2





































Age 45 and over.
Married:i
Age 18-44, no children under 18
Age 18-44, children under 18
Age 45 and over, no children under 18...
Age 45 and over, children under 18




Full time, 11-12 months










































































































































































1 Includes only spending units in which both husband and wife are
present. Age refers to head of spending unit.
2 Excludes single spending units, those in which wife is self-
employed, and those for which percentage of time employed or other
data relating to employment of wife were not ascertained.
3 No cases reported or less than one-half of 1 per cent.
4 Survey regions are defined as follows: North East includes New
England, the Middle Atlantic States, and Delaware; North Central
includes West North Central and East North Central States; South
includes East South Central, West South Central, and South Atlantic
States other than Delaware; West includes Mountain and Pacific
Coast States.
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SUPPLEMENTARY TABLE 3
























































































































































































































1 Income data for each year are based on interviews early in the
following year. Occupation refers to head of spending unit.
2 No cases reported or less than one-half of 1 per cent.
3 The median income of skilled workers was $5,350 in 1956
3~and
that of semiskilled workers was $4,400. Mean incomes were $5,640
and $4,480, respectively.
SUPPLEMENTARY TABLE 4
DISTRIBUTION OF TOTAL MONEY INCOME BEFORE TAXES, BY INCOME TENTHS '
Income tenth
Percentage of total money income
1956 1955 1954 1953
Mean income within tenth
1956 1955 1954 1953
Lowest income within tenth






























































































































1 Income data for each year are based on interviews early in the
following year. Tenths were obtained by ranking spending units
according to money income before taxes.
2 Data not available.
SUPPLEMENTARY TABLE 5
RECIPIENTS OF SELECTED TYPES OF INCOME WITHIN INCOME TENTHS, 1956















































































































1 Tenths were obtained by ranking spending units according to
money income before taxes.
2 Income of professional men and artisans; excludes business
income.
3 Income from unincorporated businesses.
4 Excludes farm income of nonfarmers.
5 Interest, dividends, and royalties.
6 Excludes payments by roomers.
7 Includes income from pensions, annuities, and social security
and veterans' benefits.
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SUPPLEMENTARY TABLE 6
FINANCIAL ASSETS WITHIN INCOME GROUPS, EARLY 1957
[Percentage distribution of spending units]
Type and size of holding
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1 Includes marketable U. S. Government bonds and corporate,
State, and local government bonds, as well as items shown separately.
2 No cases reported or less than one-half of 1 per cent.
3 Excludes stock of privately owned corporations.
4 Includes savings accounts in banks, postal savings, and shares in
savings and loan associations and credit unions.
NOTE.—Details may not add to totals because of rounding.
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SUPPLEMENTARY TABLE 7
FINANCIAL ASSETS WITHIN AGE GROUPS, EARLY 1957
[Percentage distribution of spending units]




Age of head of spending unit



























































































































































































































































































































































1 Includes cases in which age of head of spending unit was not
ascertained.
2 Includes marketable U. S. Government bonds and corporate,
State, and local government bonds, as well as items shown separately.
3 No cases reported or less than one-half of 1 per cent.
4 Excludes stock of privately owned corporations.
5 Includes savings accounts in banks, postal savings, and shares in
savings and loan associations and credit unions.
NOTE.—Details may not add to totals because of rounding.
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SUPPLEMENTARY TABLE 8
LIQUID ASSET COMPOSITION WITHIN INCOME AND AGE GROUPS, EARLY 1957



































































































































































































































1 Includes savings accounts in banks, postal savings, and shares in
savings and loan associations and credit unions.
2 No cases reported or less than one-half of 1 per cent.
SUPPLEMENTARY TABLE 9




























































































































1 Liquid assets included are U. S. Government savings bonds,
checking accounts, savings accounts in banks, postal savings, and
shares in savings and loan associations and credit unions; currency
is excluded. Data prior to 1957 include also marketable U. S. Gov-
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SUPPLEMENTARY TABLE 10
RATIO OF SPECIFIED ASSETS TO TOTAL FINANCIAL ASSETS, EARLY 1957
 X

















































































































































































































































































































































































































1 Financial assets include U. S. Government savings bonds, check-
ing accounts, savings accounts in banks, postal savings, and snares in
savings and loan associations and credit unions; marketable U. S.
Government bonds; corporate, State, and local government bonds;
and corporate stocks.
2 Total includes cases in which amount of financial assets was not
ascertained and so exceeds sum of ratio groups shown.
3 Excludes stock of privately owned corporations.
4 No cases reported or less than one-half of 1 per cent.
5 Includes savings accounts in banks, postal savings, and shares in
savings and loan associations and credit unions.
NOTE.—Details may not add to totals because of rounding.
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SUPPLEMENTARY TABLE 11
INVESTMENT PREFERENCE WITHIN INCOME GROUPS
[Percentage distribution of spending units]
Preference
1
Assets of fixed value
Savings accounts
Savings bonds
Savings accounts and savings
bonds
Assets of fluctuating value
Common stock
Real estate
Common stock and real estate

















































































































































































1 In 1957 the following question was asked of spending units with
incomes of $3,000 and over: "Suppose a man has some money over
and above what he needs for his expenses. What do you think
would be the best thing for him to do with it nowadays—put it in a
savings account, buy Government bonds with it, invest it in real;
estate, or buy common stock, or what?" Similar questions were
asked in the other years.
2 No cases reported or less than one-half of 1 per cent.
SUPPLEMENTARY TABLE 12
LIFE INSURANCE PREMIUMS WITHIN INCOME AND AGE GROUPS, 1956 *





































































































































































1 Ownership at time of interview and payments during 1956.
2 Includes cases in which age of head was not ascertained.
3 No cases reported or less than one-half of 1 per cent.
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SUPPLEMENTARY TABLE 13
PERSONAL DEBT OF SPENDING UNITS WITHIN INCOME AND AGE GROUPS, EARLY 1957
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1 Includes all short- and intermediate-term consumer debt other
than charge accounts; excludes mortgage and business debt.
2 Includes cases in which age of head of spending unit was not
ascertained.
SUPPLEMENTARY TABLE 14
PERSONAL DEBT—LIQUID ASSET RELATION WITHIN INCOME GROUPS, EARLY 1957
 1







Some liquid assets—debt as a

















































































































































1 Personal debt and liquid assets as of time of interview, income
before taxes in preceding year. For definition of personal debt, see
Supplementary Table 13, note 1; for definition of liquid assets, see
Supplementary Table 9, note 1.
2 No cases reported or less than one-half of 1 per cent.
3 Includes both holders and nonholders of liquid assets.
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SUPPLEMENTARY TABLE 15
PERSONAL DEBT OF SPENDING UNITS AND FAMILY UNITS
 ]






























































































1 Personal debt includes all short- and intermediate-term consumer
debt other than charge accounts; excludes mortgage and business debi.
For definition of spending unit and family unit, see Supplementary
Table 1, notes 2 and 3.
2 Assigned, if not determined in interview.
SUPPLEMENTARY TABLE 16
USE OF INSTALMENT CREDIT WITHIN INCOME AND AGE GROUPS
 1







Past use, with years since final payment
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i Spending units were classified on the basis of instalment indebted-
ness reported as of date of interview in early 1957 and, for nondebtors,
replies to the questions: "Have you ever bought anything on the
instalment plan or on any arrangement where you made regular
payments? (If yes) When did you finish paying for it?" 2 No cases reported or less than one-half of 1 per cent.
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SUPPLEMENTARY TABLE 17
TYPES OF DEBT WITHIN AGE GROUPS, EARLY 1957
[Percentage distribution of spending units]




























































































































1 Details by type of debt may not add to totals in this column
because of rounding.
2 Includes all short- and intermediate-term consumer debt other
than charge accounts; excludes mortgage and business debt.
3 Includes cases in which age of head was not ascertained.
4 No cases reported or less than one-half of 1 per cent.
SUPPLEMENTARY TABLE 18
RATIO OF SELECTED REGULAR PAYMENTS TO DISPOSABLE INCOME WITHIN INCOME AND AGE GROUPS
EARLY 1957
x
[Percentage distribution of spending units]




Regular payments as a percentage of disposable income
2


































































































































1 Selected regular payments include mortgage and rent payments,
payments on short- and intermediate-term debt, life insurance
premiums, and payments into social security and retirement funds.
2 Annual rate of payments at time of interview; income after taxes
in preceding year.
3 No cases reported or less than one-half of 1 per cent.
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